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differences. In the first place, there is a tendency for some stocks to
increase in price upon the announcement of a privileged subscription. Such
announcements are almost always made in periods of general upswings in
security prices. Since stockholders are not always kept currently informed
about the progress and the prospects of their corporations, the announce-
ment of a privileged subscription may be accepted by those interested in
security purchasers to mean that the corporation is doing unusually well
and has even better prospects ahead. As a consequence, the tendency may
be to reflect the announcement of a privileged subscription in a greater
demand for the stock. On the other hand, an increase in the supply of the
stock would naturally cause some decline in its price unless an immediate
increase in demand developed.
Available evidence seems to support the contention of many brokers that
rights sell at their highest price immediately after they come into the market.
The statistical evidence on this subject is not conclusive and deals only with
averages. Individual corporations might show different results. Also
specific years might show general results out of line with broad averages.
Many factors influence the price of rights. Among them is the number of
new shares that are offered in proportion to the outstanding stock. It is to
be expected that an offering of 1 for 1 would show a different market response
than an offering of 1 for 10. Many stockholders may withhold decisions on
what action to take until near the end of the period when the rights are
effective. The nature of their decision would influence materially the price
of the rights. General business conditions and changes in the general level
of security prices during the life of the rights will be reflected in their price.
Eights, as well as the stock prices, are subject to speculative influences
and manipulation,
In the issuance of rights by corporations whose stock prices fluctuate
violently, it is to be expected that market prices of rights will fluctuate
widely also. For example, in 1929 the market price of the common stock
of J. I. Case Co. reached a high of $467 before the break in the stock market.
After the break it dropped to $130 before the end of the year. But, before
the break, rights to subscribe to new stock at $150 per share at the ratio of
one for two were given to common stockholders. Within the 30-day period
during which these rights could be exercised, the price of the rights fluctuated
from a low of $2% to a high of $81.
Admittedly, the above illustration covers an unusual case. Seldom would
the price of rights rise as high as that shown in the preceding paragraph.
Perhaps more commonly the prices of rights follow patterns like those
shown in the two tables on page 403. In each of the illustrations used prices
of successive issues of rights are recorded. The fact that both of the com-
panies are in the public utility field helps to account for the relative stability